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Over the last 20 years, three periods of privatisation can be distinguished in Ireland.  

In 1984 the Irish state, for the first time in history, liquidated an insolvent state enterprise 

(SE), the Irish Shipping Company. Signalling a new approach to economic policy in 1985 

the Progressive Democrats became the first political party to introduce privatisation and 

market liberalisation into a political platform. By 1989 the new fiscal paradigm began to 

emerge that embraced the idea of expansionary monetary contractioni. Over the following 

15 years, Ireland was transformed from being the bastion of the centrally planned 

corporatism to the maverick of economic openness. 

 

The driving force behind these changes lies in a spectacular failure of the economic 

policies of the past. Since its independence in 1922, Irish planners saw state ownership of 

banking, transport, utilities, energy and agriculture, as the only means for advancing 

national development. However, by the mid 1980s SEs in Ireland became identified 

‘…with producer dominance, high costs, indifference to consumers, regulatory capture 

and subsidy seeking’ii. As both the national debt and unemployment doubled between 

1982 and 1987 to 130% of GNP and 17% respectively, the voter confidence collapsed. 

This necessitated a shift in favour of lower taxation, increased openness to FDI and 

transformation of the public sector. 

 

The second phase of privatisations took place between 1990 and 2000, as the liberalised 

economy expanded at an unprecedented rate. Falling state sector employment and the 

MNCs-led growth implied decline in the power of trade unions and state monopolies. 

During these years, 9 high profile privatisations netted the state in excess of €12 billion 

(2000 Euro-equivalent). The largest privatisation in Irish history – the sale of the Eircom 

took place in 1999. In all cases, privatisations were successful in removing subsidy-

dependent enterprises from the Exchequer balance and the proceeds were used to pay 

down the government debt to 33% of GDP. This period saw a significant decline in the 



relative importance of the state-sector, whose share fell from 52.7% of GDP in 1987 to 

33.3% in 2000. Overall, employment in the SEs declined from 8% of the labour force in 

1980 to 2.7% in 2002. Most of this decline is attributable to the rapid growth in the 

private sector in 1990-2000.  

 

The latest period of privatisation started in advance of the 2002 elections. Before 2001, 

the majority of privatised companies were operating in the contestable sectors. Rapid 

rates of growth in the late 1990s implied that many remaining SEs were returning profits, 

reducing the urgency of further privatisations, while increasing reluctance of the trade 

unions to surrender their last power base proved insurmountable for the political 

establishment. In addition, unwillingness to surrender state control continued to shape 

Government approach to energy, gas, water, seaports, airports and public transport 

sectors. The pace of privatisations slowed down – only 4 politically uncontroversial 

privatisations took place since 2001, netting the Exchequer less than €700 million.  

 

Appendix 1 below enlists the remaining large SEs. Several SEs, most notably Aer Rianta 

and Aer Lingus, Dublin Bus, Irish Rail and ESB are currently under pressure for 

deregulation. This year the Government rejected a proposed management buyout of Aer 

Lingus and appears to be willing to break up Aer Rianta into three regional monopolies 

without liberalising the company ownership. The state-owned Bord na Mona – a peat 

producing monopoly in recent years shifted its revenue base away from peat production 

and processing to encompass commercial activities in environmental services and 

renewable energy supported by the competitive sectors. The company wage and labour 

force policies represent an inefficient unionised SE structure. Yet despite the decline in 

its importance as regional employer and energy supplier and existence of contestable 

markets the Government is unwilling to consider a possibility of privatisation.  

 

 

The overall policy has shifted away from privatisations in favour of the regulatory 

oversight. There are several causes for these changes:  



• The decade of strong growth reduced the urgency of removing the loss-making 

enterprises off the Exchequer balance.  

• Previous privatisations left the state holding assets in the sectors associated with 

difficult privatisation experiences abroad.  

• The trade unions and some opposition parties have strengthened their efforts to 

ensure protection for the remaining SEsiii. In the local elections of 2004 the 

Government faced pressure from the opposition, including the nationalist Sin 

Fein, and is attempting to redefine itself as being socially protectionist.  

Subsequently, the economic gains from further privatisations declined, while the political 

costs increased. 

 

As the result the Government largely abandoned market liberalisation and embraced the 

social-welfare advocates’ view that Ireland should cash in its growth revenues to ensure 

more equitable distribution of income. This became increasingly clear during the 

discussion about the possibility for privatising the state airline, Aer Lingus, when the 

Government explicitly stated that its priorities have shifted away from the market 

liberalism in electricity generation and air transport sectorsiv.  

 

Overall, the Irish domestic economy remains uncompetitive and inefficient. Years of 

growth in the MNCs-dominated exporting sectors saw little productivity gains in 

domestic industries. The GDP-GNP gap currently stands at 25-27%. According to the 

World Economic Forum, in 2003 Ireland had the third lowest degree of domestic 

competition within the OECD. Its world rankings in economic freedom (Fraser Institute 

Index) are steadily deteriorating. The public sector employment grew significantly in 

advance of both 2002 and 2004 elections, while the Benchmarking scheme increased the 

wage premium in the public sector. 

 

With Government reshuffle in September 2004 the possibility of the further privatisations 

is severely restricted. Several key ministerial portfolios were re-allocated away from the 

market-oriented ministers. The objective of the new Cabinet changed to reflect growing 



importance of social spending and services efficiency improvements over the policies 

aimed at further opening of the domestic competition. 

 

Despite this, deregulation pressures on the SEs are likely to continue in transport and the 

health sectors. Yet in most cases, state policy is not likely to evolve beyond the cosmetic 

solutions of limited outsourcing and managerial improvements placing into doubt the 

overall state commitment to market reforms. In public transport sector, the Government is 

unwilling to consider privatisation of services, opting instead for the possible outsourcing 

of a limited number of bus routes. In a specific case of Dublin Bus, even these moderate 

proposals were blocked by the company that retains a virtual monopoly in public 

transport within the city. In the case of Aer Lingus, privatisation was replaced by the 

Government consent to marginally reduce company labour force. 

 

Following the elections, the health sector came under increased criticism for failing to 

supply value for money despite significant increases in financing over the recent years. In 

this context, late 2004 entry of a third private insurance provider into the duopolistic 

market will create added impetus to reform the state-owned VHI. The most significant 

expected development will be the decision by the EU Court on the BUPA challenge to 

the Government plans to proceed with mandatory revenue reimbursement to the state-

owned VHI. In addition, in the last reshuffling Health portfolio was given to the 

liberalisation advocate, M. Harney, leaving some hope for more outsourcing to private 

sector providers in the future. Finally, the Government commitment to open the market 

for electricity, currently under the ESB monopoly, to be completed in 2005, is 

questionable, as both prior and following the Elections the Government maintained that 

the ESB is viewed by the policy-makers as a strategic asset not suitable for privatisation 

or break-up. 



Appendix 1. State-owned shares in the SEsv. 
 
 

 
Company 

 
State-Owned Assets 

(Million €, 2003) 

 
Comments 

 
Aer Rianta 

 
586 

Airports management monopoly. Under pressure of break up in 
2004. There are no plans for privatisation at the present. Since 
1999 the Government is considering a privately financed 
independent terminal in Dublin Airport, resisted by Aer Rianta 
despite severe constraints on air traffic capacity. 

 
Aer Lingus 

 
595 

In summer 2004 the management team put an offer for a buy-
out of the airline. Pressured by the unions, the Government 
rejected any possibility of the sale. 

 
An Post 

 
241 

Over the last three years the postal service sustained losses. Was 
able to obtain approvals for large-scale price increases. No 
discussion of privatisation. 

 
Aramara Teo 

 
>20 

A seaweed producing monopoly, 82% state-owned, operating in 
the subsidy-reliant areas of the West.  

 
BNM 

 
203 

A monopoly peat producer, BNM, survives on state subsidies 
and strategic relationship with the state energy monopoly, ESB.  

 
CIE  

 
1,124 

A near-monopoly in public transportation facing limited 
competition on bus routes and light rail operations. Successful 
in resisting pressures to outsource some of its functions. 

 
Coillte 

 
1,156 

Forestry holding with a role in rural employment. 
Environmentalists and unions resist privatisation. The sector is 
being primed as a state-controlled outlet for CAP reforms. 

 
Electricity Supply 

Board (ESB) 
 

 
5,514 

Monopoly provider of electricity. ESB came under criticism for 
restrictive practices in granting access to the grid. Charging 
some of the highest rates for electricity in the EU, ESB 
continues to obtain sizeable increases in rates.  

Irish Aviation 
Authority (IAA) 

 
61 

Air traffic control monopoly operating under favourable 
conditions of increased air-traffic revenues.  

 
Irish Gas Board 

 
937 

Monopoly in gas distribution. Perceived to be a strategic asset. 

 
National Stud 

 
13 

Irish State involvement in the horse breeding industry is linked 
to the political interests in the industry.  

 
RTE  

 
76 

State-owned television and radio provider with 50% market 
share. 

 
Shannon Development 

 
184 

A regional development body that serves as an avenue for 
subsidisation of the western regions. 

 
Sea Ports (8 in total) 

 
73 

Despite the UK success with privatisation of ports, including in 
Larne, Northern Ireland, there is little hope for privatisations in 
the Republic. 

 
Voluntary Health 
Insurance (VHI) 

 
994 

 
Until September 2004 a dominant player in the duopoly.  
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